
IN RE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2007-338-E - ORDER NO. 2008-755

NOVEMBER 6, 2008

Application of Duke Energy Carolinas, LLC, )

for Authorization Under Article 13, Chapter )

27 of Title 58 Of The Code Of Laws of )

South Carolina, (1976, As Amended), to )

Issue and Sell Securities )

ORDER AUTHORIZING

THE ISSUANCE AND

SALE OF SECURITIES

This matter comes before the Public Service Commission of South Carolina

("Commission") upon an application from Duke Energy Carolinas, LLC ("Duke Energy

Carolinas" or the "Company") for an Order authorizing the issuance and sale of a

maximum of $2,000,000,000 aggregate principal amount of securities ("Application").

Duke Energy Carolinas' Application was filed on August 7, 2008.

Duke Energy Carolinas served its Application on the South Carolina Office of

Regulatory Staff ("ORS"). ORS informed this Commission by correspondence dated

September 8, 2008, that, "Based on its review, ORS has no objection to Duke Energy's

request."

A review of Duke Energy Carolinas' Application discloses that as of March 31,

2008, the Company's outstanding debt consisted of First and Refunding Mortgage Bonds,

Senior Notes and Other Long-Term Debt. A schedule of all such Bonds, Notes and other

Long-Term Debt was attached to the Company's Application as Exhibit "A."

In this Application the Company states that all of the outstanding First and

Refunding Mortgage Bonds were issued under the terms of a First and Refunding
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Mortgagedatedasof Decemberl, 1927,from the Companyto The Bankof New York,

as trustee, as supplementedand amendedby various SupplementalIndentures. The

Company'sApplication alsorevealsthat thePollution ControlObligationsresultedwhen

theCompanyborrowedtheproceedsof thesaleof pollution controlrevenuebondsissued

by various governmental authorities pursuant to authorization granted by this

Commission.

The Application further statesthat all of the Senior Notes are issuedunder a

Senior Indentureto The Bank of New York, as successortrusteeto JP Morgan Chase

Bank,datedasof September1, 1998. TheCompany'sApplication includesinformation

that the other Long-Term Debt includesa financing arrangementutilizing commercial

paperbackedby a long-termcredit facility asapprovedby this Commissionin OrderNo.

2007-578,issuedonAugust23, 2007,in DocketNo. 2004-141-E.

FINDINGS OF FACT

Based upon verified testimony, we make the following findings:

1. In reviewing Duke Energy Carolinas' verified Application, we find that

the Company proposes to issue and sell, from time to time, a maximum of

$2,000,000,000 aggregate principal amount of all or any combination of the following

(collectively, the "Proposed Securities"):

(i) Long-Term Debt Securities ("'Proposed Debt Securities")

The Proposed Debt Securities may be unsecured debt instruments or First

and Refunding Mortgage Bonds.

To the extent the Proposed Debt Securities are Senior Notes, they will be
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createdand issuedunder the Senior Indentureto the Bank of New York, as

Trustee,datedasof September1, 1998,asheretoforesupplementedor asfurther

supplementedby a supplementalindentureto beexecutedin connectionwith their

issuance.

To the extentthe ProposedDebt SecuritiesareSubordinatedNotes,they

will be createdand issuedunder the Company'sSubordinatedIndentureto the

Bank of New York, as Trustee,dated as of December1, 1997,as heretofore

supplementedor as further supplementedby a supplementalindentureto be

executedin connectionwith their issuance.

To the extent the ProposedDebt Securitiesare the Company'sFirst and

RefundingMortgageBonds,they will becreatedandissuedunderthe First and

Refunding Mortgagedatedas of December1, 1927,from the Companyto the

Bankof New York, asTrustee(the"Mortgage"), asheretoforesupplementedand

as to be further supplementedand amendedby a supplementalindentureto be

executedin connectionwith their issuance. They will be subjectto all of the

provisionsof theMortgage,assupplemented,andby virtueof saidMortgagewill

constitute (together with the Company's outstanding First and Refunding

MortgageBonds)afirst lien on substantiallyall of the Company'sfixed property

andfranchises.

When any of the ProposedDebt Securitiesare issuedfor refunding or

refinancingthe Companyproposesto executethe proposedtransactionsso that,
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over time, therewill beno materialeffect on the Company'scapitalizationwith

respectto the sourceof funds.

TheProposedDebtSecuritiesmayalsoconsistof debtsecuritiessubjectto

remarketingprior to maturity. Consistentwith prior ordersof the Commission,

any remarketingof suchsecuritiesor resettingof their interestratesprior to the

scheduledmaturity date would not be deemedto be a re-issuanceof such

securitiesby the Company,so as to reducethe amountof securitiesotherwise

permittedto be issuedby theCompanypursuantto thetermsof theCommission's

orderin thisdocket.

(ii) Tax Exempt Bond Obligations

The Company proposes to enter into agreements to borrow proceeds from

the sale of tax exempt debt securities issued by one or more governmental

authorities ("Tax Exempt Bonds"), to fund construction of qualifying facilities

associated with the Company's electric generation plants (and qualifying related

expenditures), to reimburse costs previously expended for such purposes, or to

refinance previously outstanding Tax Exempt Bonds. The Company's obligation

to repay the issuing authority may be direct, through a secured or unsecured loan

agreement between it and the authority, or indirect through financing

arrangements such as a letter of credit posted by a bank to secure the Company's

obligations on the Tax Exempt Bonds. The Company's direct obligation under a

loan agreement with the authority may be insured by a third party or secured by

issuance of a First and Refunding Mortgage Bond or other secured instrument.
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2. We find that when the ProposedSecuritiesare issuedand sold in one or

more public offerings subject to registration under the federal securities laws, the

Company will sell the ProposedSecuritiesduring the effective period of a "shelf"

registration statementwhich Applicant has filed with the Securitiesand Exchange

Commissionin connectionwith theregistrationof suchsecurities.

3. We find that the Companyproposesto enter into negotiationswith, or

requestcompetitiveproposalsfrom, investmentbankersor other financial institutionsto

act as agents,dealers,underwriters,or direct purchasersin connectionwith either the

public or private offering of eachissuanceof ProposedSecuritiesin accordancewith the

terms thereof. The Company will determine which sales method and financial

institution(s)will providethemost favorabletermsto theCompanyfor any issuanceand

saleof theProposedSecurities.

4. We find that the authority requestedherein is to replenishthe authority

grantedby theCommissionin DocketNo. 2007-338-Ewhichhasbeenfully utilized.

5. We further find that theCompanywill payno fee for services(otherthan

attorneys,accountants,trusteesandfeesfor similar technicalservices)in connectionwith

the negotiation or consummationof the issuanceand sale of any of the Proposed

Securities,nor for servicesin securingunderwriters,agents,dealersor purchasersof such

securities(otherthanfeesnegotiatedwith suchpersons).

6. We find that the proceedsfrom salesof the ProposedSecuritiesmay be

used for (a) the purchaseor redemptionof the Company'soutstanding,higher cost

securities, (b) refunding maturing securities, (c) financing the Company's ongoing
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construction,including theacquisitionof nuclearfuel, asfurtherdescribedin Section8of

theApplication,or (d) the Company'sgeneralpurposes,asallowed.

7. We find that Duke Energy Carolinas is continuing its construction

programof additionsto its electricgeneration,transmissionand distributionfacilities in

order to, among other things, (i) meet the expectedincreasein demand for electric

service,(ii) constructand maintainan adequatemargin of reservegeneratingcapacity,

(iii) conductnecessaryreplacementsof majorgeneratingplant componentsand(iv) meet

environmentalcompliancerequirements.Furthermore,the Companyconnected65,000

new customersin 2007and continuedto incur significant capitalexpendituresrelatedto

expandingandreplacingits transmissionanddistributionsystem.

8. We find that in the Company'sApplication, electricenergysalesfor 2007

reached87billion kWh; andsalesfor 2006were 83billion kWh. Sufficient financingof

its current constructionprogramis essentialif the Companyis to continueto meet its

obligationsto thepublic to provideadequateandreliableelectric service. TheCompany

set forth in its Application that electric plant constructionexpenditures(including

expendituresfor the acquisitionof nuclear fuel) were $1.7 billion for 2007 and $1.8

billion for 2006.

9. We find that the Companyplansto incur significant capitalexpenditures

for compliancewith environmentalrules and regulationswith respectto its existing

generationplants,and constructionof new electric generationplantsto meet increasing

customerdemand. Between the date of this Application and December,2010, the

Company states it plans to invest approximately $7.3 billion in its electric plant.
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Adequatefinancing authority will allow the Companyto accessthe capital marketsto

efficiently fund thesenecessarycapitalexpenditures.

10. We find that the Companyhassetforth the purposesof the issuanceand

sale of the ProposedSecurities,that the purposesare lawfully within the limits of the

Company'sauthority, and that they are consistentwith its Limited Liability Company

OperatingAgreement,asamended.

11. We find that the issuanceand sale of the ProposedSecuritieswill be

compatiblewith thepublic interest,will benecessaryand appropriatefor, andconsistent

with, theproperperformanceby theCompanyof its serviceto thepublic asa utility, will

not impair its ability to perform that service,and will be reasonablynecessaryand

appropriatefor suchpurpose.

CONCLUSIONS OF LAW

Based upon the foregoing Findings of Fact and review and study of the verified

Application, the Commission is of the opinion, and so finds that the Company is a public

utility subject to the jurisdiction of this Commission with respect to its rates, service, and

securities issues and makes the following conclusions in regard to the issuance and sale

of the Proposed Securities, as set forth in the Company's Application.

1. The Commission concludes that the relief sought by Duke Energy

Carolinas is consistent with its previous Order in this Docket.

2. The Commission concludes that the grounds stated in Duke Energy

Carolinas' Application are sufficient to support the relief sought by the Company.
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3. The Commissionconcludesthat thepurposesof the issuanceand saleof

the ProposedSecuritiesare for lawful objects within the corporatepurposesof the

Companyandcompatiblewith thepublic interest.

4. The Commissionconcludesthat the issuanceand sale of the Proposed

Securitieswill benecessaryandappropriatefor or consistentwith theproperperformance

by theCompanyof its serviceto thepublic andwill not impair its ability to performthat

serviceandis reasonablynecessaryandappropriatefor suchpurposes.

5. When the netproceedsfrom the salesof securitieshereinauthorizedare

applied and used by the Companyto purchaseor redeemcertain of the Company's

outstandingunmaturedsecurities,suchsaleswill bemadefrom time to time whenmarket

conditionswill permit the saleson termswhich would resultin a lower costof moneyto

the Company.We concludethat theCompany'sproposalto reflectanypremiumpaidon

purchasedor redeemedsecuritiesin thegoing forward costof thenewly issuedsecurities

is reasonable. If any of the securitiesare sold througha noncompetitivemethodology

suchasin a private placementor at a negotiatedprice, the Companywill on the dayof

pricing or the next businessday notify the Commissionin writing (initially by fax or

electronicmail is acceptable)of thetermsandbasisof thepricing includingcomparative

currentmarketdataof othersimilar financingtransactions.

6. ORS does not oppose the relief sought in Duke Energy Carolinas'

Application.
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IT IS,THEREFORE,ORDERED,ADJUDGED,AND DECREEDTHAT:

A. ORSwasproperlyservedwith theApplication in this Docketanddoesnot

opposetherelief soughtby theCompany.

B. Duke Energy Carolinas, LLC is hereby, authorized,empowered,and

permitted,uponthetermsandconditionssetforth in its Applicationto issueandsell from

time to time a maximum of $2,000,000,000aggregateprincipal amountof the Proposed

Securitiesasdescribedin theApplication;and

C. To use the net proceedsof suchsalesto purchaseor redeemhigher cost

securities,to refund maturing securities,to finance its ongoingconstruction(including

theacquisitionof nuclearfuel), andfor its generalpurposes.

D. The termsand conditionsproposedfor the issuanceand saleof securities

are reasonableand permitted by law in the manner set forth in the company's

Application.

E. The purposesof the issuanceand sale of the ProposedSecuritiesare

lawful objects within the limits of the Company'sauthority and purposesunder the

applicablelawsandregulations.

F. The issuanceand sale of the ProposedSecuritieswill be necessaryand

appropriatefor, and consistentwith, the proper performanceby the Companyof its

serviceto the public as a utility, will not impair its ability to perform that service,and

will bereasonablynecessaryandappropriatefor suchpurpose.
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G. This Ordershallbecomeeffectiveuponthesignatureof theChairmanand

counter signatureof the Vice-Chairmanand shall remain in full force and effect until

furtherOrderof theCommission.

BY ORDEROFTHE COMMISSION:

Elizabeth_,¢¥1eming,CIJlairman ("\
'.,..)

ATTEST:

John F_ow_r_, _irman

(SEAL)


